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ABSTRACT 

In  the  belief  that  the  study  of  entrepreneurial  behavior  has  the 
potential  to  significantly  influence  marketing  thought  and  practice, 
this  paper  explores  the  interface  between  marketing  and  entrepre- 
neurial behavior.   The  interface  is  defined  as  "that  area  where 
innovation  is  brought  to  market."  Based  on  this  understanding  a 
paradigm  is  proposed  to  guide  research  at  the  interface  between 
marketing  thought  and  practice  and  entrepreneurial  behavior. 
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INTRODUCTION  AND  RATIONALE 

Marketing,  as  a  discipline,  has  often  been  labeled,  sometimes 
criticized,  as  interdisciplinary,  borrowing  here  and  there,  contin- 
ually searching  for  new  inputs,  all  in  an  attempt  to  better  understand 
and  carry  out  the  objectives  of  the  marketing  concept.   In  recent 
years,  the  discipline  of  marketing  has  been  heavily  influenced  by  the 
behavioral  and  quantitative  sciences.   As  the  discipline  has  and  con- 
tinues to  absorb  these  influences,  a  question  arises.   The  question, 
addressed  by  this  paper,  is  there  yet  one  more  influence  on  marketing 
thought  and  practice,  poised  to  challenge  the  accepted  patterns — the 
accepted  way  of  viewing  and  understanding  things?  This  paper  explores 
a  likely  candidate  for  the  next  interdisciplinary  influence  on  market- 
ing by  examining  the  interface  of  entrepreneurial  behavior  and  market- 
ing. 

Entrepreneurial  behavior  as  used  in  this  paper  is  in  the  context 

of  Austrian  economics.   The  definition  used  here  is  broad  and  goes 

well  beyond  the  limited  definition  of  "one  who  is  in  business  for 

himself."  Rather,  the  definition  used  here  is  attributed  to  Savitt 

(1987,  p.  311)  who  argues  that: 

The  entrepreneur  works  toward  the  disruption  of 
any  tendency  toward  equilibrium. 

Entrepreneurial  behavior  is  disruptive.   It  challenges  accepted  be- 
havior patterns.   It  introduces,  often  volatile,  change. 

Entrepreneurial  behavior  is  a  potential  candidate  to  significantly 
influence  marketing  thought  and  practice  because  it  deals  directly 
with  a  key  concept  in  marketing:   bringing  innovation  successfully  to 
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market.   While  the  basic  concept  of  bringing  innovation  to  market  and 
the  concept  of  diffusion  of  innovation  is  not  unknown  within  the 
discipline  of  marketing,  it  is  an  area  of  thought  and  practice  that  is 
relatively  undeveloped  in  comparison  to  managing  products  in  mature 
markets.   It  is  not  important  to  argue  whether  entrepreneurial 
behavior  is  part  of  management  science,  behavioral  science,  strategic 
planning  or  policy,  or  not  even  a  part  of  any  science  or  body  of 
thought  or  literature.   What  is  important  is  to  recognize  that,  for  a 
variety  of  reasons,  innovation,  which  is  the  central  value  of  entre- 
preneurial behavior  as  well  as  a  key  concept  in  marketing,  is  increas- 
ingly important.   It  is  important  because  innovation  is  disruptive, 
the  product  life  cycle  continues  to  shorten,  more  products  are  in  the 
early  stage  of  the  product  life  cycle,  and  many  successful  products, 
for  all  practical  purposes,  do  not  make  it  into  traditional  maturity 
before  being  replaced  with  newer  innovation.   Furthermore,  much  of  the 
thrust  of  innovation  comes,  not  just  from  established,  process 
orientated,  new  product  (NPD)  environments,  but  from  entrepreneurs 
"outside  the  system,"  intrapreneurs ,  and  entrepreneurial  organiza- 
tions.  A  careful  review  of  existing  literature  combined  with  numerous 
interviews  with  entrepreneurs  and  intrapreneurs,  clearly  indicates 
that  both  the  quantity  and  quality  of  accumulated  knowledge  about 
markets  created  by  innovation  and  the  marketing  of  innovation,  as  well 
as  other  entrepreneurial  activity  directly  dependent  on  marketing,  is 
relatively  scarce  and  in  comparison  with  other  areas,  deficient. 

The  scarcity  and  deficiency  of  accumulated  knowledge  cannot  be 
attributed  to  a  single  cause.   However,  three  causes  may  partially 
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explaln  the  situation  as  it  exists  today.   First,  is  the  strong 
marketing  discipline  preoccupation  with  managing  in  mature  markets. 
It  should  be  clearly  noted,  of  course,  that  most  product/markets  are 
mature.   The  largest  revenue  streams  and  profit  lie  in  maturity. 
Consequently,  most  current  marketing  texts  are  at  least  implicitly 
primarily  focused  on  issues  centered  in  the  environment  of  maturity 
and  the  strategies  of  market  leaders  and  challengers.   And  similarly, 
much  of  the  portfolio  management  literature,  while  recognizing  the 
need  for  new  products,  offers  virtually  no  perspective  on  innovation. 
Modern  marketing  management  is  often  more  "brand"  orientated  than 
"product"  or  innovation  orientated.  The  focus  on  maturity,  however, 
is  not  unique  to  either  marketing  managers  or  marketing  academics — 
both  are  guilty.   However,  with  the  increasingly  turbulent  environment 
(Ansoff  1984)  and  the  shorter  product  life  cycle,  this  focus,  of 
necessity,  will  have  to  change. 

The  second  cause,  however,  is  primarily  due  to  a  perspective 
underlying  much  academic  thought  and  associated  publications.   If 
academics  are  to  be  a  major  force  in  understanding  and  developing 
concepts  to  drive  both  practice  and  theory,  then  the  approach  to 
science  that  underlies  the  academic  approach  to  the  discipline  is 
critical.   The  logical  positivitism  approach  to  science  that  is  the 
major  approach  taken  by  the  majority  of  marketing  academics,  is  a 
mixed  blessing.   The  rigor  and  logic  demanded  by  this  approach  is 
essential  in  the  move  toward  marketing  theory.   However,  this  same 
logic  and  rigor  has  the  potential  to  seriously  discourage  the  develop- 
ment of  totally  new  ideas  that  are  not  already  rooted  in  strong 
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logical  positivism  as  were  the  social  and  quantitative  sciences  that 
have  so  heavily  influenced  marketing  thought  and  practice.   The  net 
result  is  that,  with  particular  reference  to  entrepreneurial  behavior, 
as  a  discipline,  marketing's  concern  with  justification  associated 
with  theory  development,  has  often  resulted  in  a  lack  of  openness  to 
issues  of  discovery.   Consequently,  issues  of  market  formation  through 
innovation  and  the  disruptive  influences  of  innovation  have  received 
less  attention  than  issues  of  maturity. 

The  third  cause  is  the  largely  descriptive  nature  of  the  vast 
majority  of  entrepreneurial  literature.   With  only  a  few  notable 
exceptions,  the  entrepreneurial  behavior  literature  is  highly  descrip- 
tive and  often  antidotal.   It  often  is  "business  plan"  and  "case 
study"  based.  For  all  practical  purposes,  it  does  not  have  a  theoret- 
ical base.   Consequently,  there  is  little  basis  for  a  "predictive" 
approach  to  the  interface  with  marketing,  or  for  that  matter,  any 
other  business  function. 

Fortunately,  however,  there  is  a  positive  side.   If,  in  fact, 
entrepreneurial  behavior  has  the  potential  to  influence  marketing 
thought  and  practice,  it  is  logical  to  assume  that  marketing  may, 
conversely,  influence  the  understanding  of  entrepreneurial  behavior. 
One  way  to  approach  this  potential  interaction  is  in  terms  of  the 
interface  between  these  two  streams  of  literature,  thought  and  prac- 
tice.  The  definition  of  interface  that  guides  the  development  of  the 
issues  discussed  in  this  paper  is: 


Interface  is  defined  as  1):  "a  plane  or  other  surface  forming  a 
common  boundary  of  two  bodies  or  spaces,  2):  the  boundary  between  two 
phases  in  a  heterogeneous  physical-chemical  system  ..",  Webster' s 
Ninth  New  Collegiate  Dictionary. 
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that  area  at  which  any  two  systems  or  disciplines 
share  the  same  concepts,  objectives  and  goal  orien- 
tated behavior. 

Examples  of  this  definition  are  "consumer  behavior"  in  which  marketing 

and  the  behavioral  sciences  share  a  focus  on  the  individual  consumer 

in  a  purchase/consumption  decision  framework.   "Marketing  management" 

is  another  example. 

In  specific  reference  to  the  interface  between  marketing  and 

entrepreneurial  behavior  their  interface  is  defined  as: 

that  area  where  innovation  is  brought  to  market. 

From  this  definition,  we  propose  a  paradigm  that  allows  us  to  examine 

the  interface  for  the  potential,  mutual  influence  of  entrepreneurial 

behavior  on  marketing  and  vice-versa. 

ASSUMPTIONS  AND  DEFINITIONS 
To  explore  this  interface,  certain  assumptions  are  necessary  to 
assure  that  the  boundaries  of  the  interface  are  as  clearly  demarcated 
as  possible.   None  of  what  follows  is  intended  to  be  a  comprehensive 
review  of  the  associated  literatures.   Rather,  it  seems  appropriate  to 
indicate  very  basic,  and  skeletal  assumptions  that  are  perceived  as 
the  core  of  these  two  areas. 

Marketing 

The  marketing  literature  is  vast  and  reasonably  well  developed. 
It  is  not  the  purpose  of  this  paper  to  develop  and  argue  for  yet 
another  definition  of  marketing.   However,  for  the  purposes  of  this 
paper,  marketing  is  defined  as: 
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The  application  of  the  technology  of  market  assess- 
ment and  positioning  to  achieve  a  sustainable 
competitive  advantage. 

Marketing  thought  and  practice  is  premised  on  the  "marketing  concept" 
and  is  built  on  a  largely  standard  set  of  assumptions  and  practices 
about  the  major  variables  of  price,  product,  promotion  and  distri- 
bution. Marketing  is  highly  contingent  in  its  orientation  which 
allows  marketing  to  be  applied  in  a  wide  variety  of  situations  and 
environments.   However,  all  marketing  activities  focus  on  the  market 
and  are  organized  around  generally  accepted: 

1.  concepts 

2.  tools 

3.  infrastructure 

Examples  of  concepts  would  be  segmentation,  the  product  life  cycle, 
the  marketing  concept,  the  4  P's  and  matching.   Tools  unique  to 
marketing  fall  into  the  categories  of  market  and  marketing  research  as 
well  as  special  applications  of  behavioral  and  quantitative  ap- 
proaches.  Channels  of  distribution  and  the  knowledge  of  how  they 
function  would  be  the  main  example  of  infrastructure,  but  also 
advertising  agencies  and  research  houses  are  part  of  the  infrastruc- 
ture of  marketing.   Using  concepts,  tools  and  infrastructure,  the 
objectives  and  goals  of  marketing  are  to  enhance  and  understand  the 
marketing  concept  with  its  emphasis  on  delivery  of  desired  products 
and  services  to  the  consumer  at  a  profit. 

Entrepreneurial  Behavior 

Contrasted  with  marketing,  the  literature  of  entrepreneurial 
behavior  is  less  well  developed.   The  literature  is  rapidly  develop- 
ing, however,  primarily  in  three  broad  areas:   entrepreneurship , 


-7- 

intrapreneurship  and  entrepreneurial  organizations.   These  terras  do 
not  have  universal  agreement,  but  generally  tend  to  focus  on,  re- 
spectively, the  independent  entrepreneur,  the  intrapreneur  in  a 
structured  organization  and  organizations  that  behave  or  desire  to 
behave  entrepreneurially,  i.e.,  actively  seeking  change  (Ansoff  1984, 
p.  180).   The  term  entrepreneurial  behavior  is  used  in  this  paper  as 
the  broad  term  that  includes  entrepreneurship,  intrapreneurship  and 
entrepreneurial  organizations. 

In  all  categories  of  entrepreneurial  behavior,  however,  there 
appear  to  be  consistent  and  common  elements  all  focused  around 
bringing  innovation  to  market  successfully.   Critical  to  the  position 
taken  in  this  paper  is  the  view  of  Casson  (1982,  p.  23)  who  argues 
that  an  entrepreneur  (intrapreneur  and/or  entrepreneurial  organiza- 
tion) is: 

someone  who  specializes  in  taking  judgmental  de- 
cisions about  the  coordination  of  scarce  resources. 

Casson  argues,  in  support  of  this  definition,  that: 

1.  entrepreneurship  appears  as  a  personal  quality  which  enables 
certain  individuals  to  make  decisions  with  far-reaching 
consequences  (p.  11). 

2.  the  entrepreneur  has  better — or  at  least  more  relevant — 
information  than  other  people  (p.  157). 

3.  the  entrepreneur  believes  that  he  is  right,  while  everyone 
else  is  wrong.   Thus  the  essence  of  entrepreneurship  is  being 
different — being  different  because  one  has  a  different 
perception  of  the  situation  (p.  14). 

4.  the  entrepreneur  has  often  to  create  an  institution  to  make 
markets  between  himself  and  other  transactors  (p.  17). 

In  other  words,  entrepreneurial  behavior  is  a  characteristic  way 

of  responding/behaving  to  situation  that  Naisbitt  (1980,  p.  183) 
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describes  as  the  "confluence  of  both  changing  values  and  economic 
necessity." 

Ansoff  (1984)  contrasts  entrepreneurial  behavior  of  the  organi- 
zation with  the  more  typical  incremental  behavior  of  the  organization. 
He  argues  (p.  180): 

Rather  than  seek  to  preserve  the  past,  the  entre- 
preneurial organization  strives  for  a  continuing 
change  in  the  status  quo. 

He  also  observes  that  many  of  these  organizations  (p.  181)  to: 

behave  entrepreneurially  continuously  in  a  deliber- 
ate search  for  growth  through  change. 

Invention  versus  Innovation 

Also  critical  to  this  paper  is  the  contrast  between  invention  and 

innovation.   Inventions  are  ideas  that  have  little  or  no  commercial 

value  until  someone  finds  an  application  and  takes  the  idea  to  market. 

Burgelman  and  Sayles  suggest,  at  least  in  the  industrial  context  that 

(1986,  p.  10): 

Invention  refers  to  a  company's  seeking  technical 
perfection  and  allied  new  ways  of  production  as 
ends  In  themselves.   Innovation  refers  to  a  company's 
efforts  in  instituting  new  methods  of  production 
and/or  bringing  new  products  or  services  to  market. 
The  criteria  of  success  are  "technical"  for  inven- 
tion, but  "commercial"  for  innovation.   The  link 
between  invention  and  innovation  is  the  "entrepre- 
neurial capability  of  an  individual  and/or  organi- 
zation. 

Davis  (1987,  p.  1),  in  his  insightful  biographical  review  of  various 

innovators,  makes  a  similar  distinction: 

The  inventor  produces  ideas;   the  innovator  makes 
new  things  happen.   Many  talented  people  do  both, 
but  someone  who  is  good  at  inventing  is  not  neces- 
sarily good  at  turning  his  concept  into  a  viable 
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commercial  proposition.  Many  inventors  are  more 
interested  in  the  idea  as  such,  and  in  the  challenge 
it  represents,  than  in  the  business  of  making  it 
into  a  marketable — and  profitable — product  or 
service,  with  all  the  difficulties  and  hazards 
which  that  involves. 

In  both  instances,  the  authors  clearly  recognize  the  linkage  between 

innovation  and  marketing  as  well  as  the  close  relationship  between 

innovation  and  entrepreneurial  behavior. 

Given  the  centrality  of  innovation  to  the  interface  between 

marketing  and  entrepreneurial  behavior,  it  is  important  to  clarify 

what  is  meant  by  the  term  innovation.   Successful  innovation  meets  a 

market  need.   Innovation  is  the  adding  of  appropriate  attributes  to  an 

existing  idea  or  invention  such  that  the  product  and/or  service  is 

consistent  with  the  needs  and  perceptions  and  uses  of  a  viable 

customer  segment.   In  other  words: 

innovation  is  successfully  taking  an  idea  or 
invention  to  market. 

The  key  difference,  is  that  to  be  labeled  an  innovation,  the  idea  or 

invention  must  meet  the  test  of  market  success. 

There  are  at  least  three  ways  to  classify  innovation:   type,  level 

of  technology  and  perceived  behavioral  response.   For  instance,  Capon 

and  Glazer  (1987,  p.  2)  organize  technology  into  three  types  or 

sources  of  know-how: 

1.  product  technology 

2.  process  technology 

3.  management  technology. 

Classifying  innovation  by  the  level  of  technology  is  represented 
by  the  classification  of  Ansoff  (1984).  His  classification  is  based 
on  the  assumption  that  "technology  can  serve  as  a  major  and  powerful 
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tool  through  which  a  firm  can  gain  and  maintain  competitive  preem- 
inence (Ansoff  1984,  p.  101)".   Central  to  his  understanding  is  the 
belief  that  technology  plays  a  central  role  in  creating  turbulence  in 
the  environment  in  which  organizations  must  function.   The  three 
points  on  a  continuum  defined  by  Ansoff  (1984,  pp.  102-104)  are: 

Stable  long  lived  technology  which  remains  basic- 
ally unchanged  for  the  duration  of  the  demand  life 
cycle. 

Fertile  technologies.   The  basic  technology  is 
long-lived,  but  products  proliferate,  offering 
progressively  better  performance,  and  broadening 
the  field  of  application. 

Turbulent  technologies.   In  addition  to  product 
proliferation,  one  or  more  basic  technology  sub- 
stitutions take  place  within  the  span  of  the  demand 
life  cycle. 

One  of  the  most  useful  and  also,  well  researched  constructs 
focusing  on  purchaser  behavior  is  diffusion  of  innovation.   This  con- 
struct is  of  particular  interest  because  of  its  focus  on  new  products. 
Central  to  that  large  body  of  literature  is  the  work  of  Roberston 
(1967,  1971).   Based  on  a  thorough  analysis  of  the  introduction  of 
touch-tone  telephones  into  Chicago  in  the  1960's,  he  found  that 
innovation  can  be  classified,  not  only  by  changes  in  technology,  but 
by  perceived  changes  in  consumer  behavior  patterns.   Robertson  (1967) 
defined  three  types  of  innovations: 

A  Continuous  Innovation  involves  an  extension  of 
existing  products  with  little  change  in  technology 
which  require  relatively  minor  change  in  consumer 
behavior  patterns. 

A  Dynamically  Continuous  Innovation  is  a  new  product 
representing  minor  technological  advances.   Requires 
some  moderate  level  of  change  in  existing  consumer 
behavior  patterns. 
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A  Discontinuous  Innovation  is  a  major  technological 
advance  involving  the  establishment  of  a  new  product 
and  the  acquisition  of  new  consumer  behavior  pat- 
terns. 

However,  the  literature  of  entrepreneurial  behavior  is  only 
implicitly  about  innovation.  Much  of  the  literature  seems  to  avoid  a 
discussion  of  the  peculiarities  of  taking  innovation  to  market 
successfully.   Maybe,  the  literature  of  entrepreneurial  behavior  is 
too  influenced  by  the  "small  business"  literature  which  often  is 
specifically  not  dealing  with  innovation.   Consequently,  the  focus  of 
the  literature  of  entrepreneurial  behavior  is  two-fold:   the  behaviors 
that  drive  entrepreneurs  and  the  necessity  of  organizational  change  to 
produce  entrepreneurial  organizations.   Whether  or  not,  discussions  of 
taking  innovation  successfully  to  market  are  included,  is  problem- 
atical. 

TOWARD  A  PROPOSED  PARADIGM 
One  way  of  understanding  the  Interface  between  marketing  and 
entrepreneurial  behavior  is  through  the  development  of  a  paradigm.   A 
paradigm  is  usually  thought  of  as  an  example  or  representation  of  an 
idea  or  process.   As  a  first  step  in  the  development  of  such  a 
paradigm  to  increase  our  understanding,  the  diagram  in  Figure  1  shows 
that  the  interface  is  really  where  entrepreneurial  behavior  and  the 
market  intersect.   For  our  purposes,  the  market  is  both  the  structure 
of  the  market  as  well  as  all  elements  of  supply  and  demand.   The 
remainder  of  this  paper  explores  this  intersection. 
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FIGURE  1 


THE  MARKETING/ ENTREPRENEURSHIP  INTERFACE 


Figure  2  represents  the  sources  of  entrepreneurial  behavior.   The 
understanding  of  entrepreneurial  behavior  is  complicated  by  the  fact 
that  it  can  occur  either  inside  or  outside  the  boundaries  of  a 
structured  organization.   And  within  the  structured  organization,  it 
can  occur  primarily  due  to  one  person,  i.e.,  the  intrapreneur  or  it 
can  occur  because  the  organization  itself  has  taken  on  many  of  the 
characteristics  that  encourage  the  members  of  the  firm,  and  hence  the 
firm  itself,  to  behave  entrepreneurially.   However,  It  is  contended 
here  that  entrepreneurial  behavior  has  similar  characteristics  that 
are  not  dependent  on  the  location  of  the  entrepreneurial  behavior. 
Entrepreneurial  behavior  is  vision  based.   It  is  based  on  a  vision  of 
the  particular  innovation  satisfying  a  market  need  in  a  more  satis- 
factory or  less  costly  manner  than  existing  solutions.   And  behind 
this  vision  lies  a  strong  action  orientation  and  belief  structure  that 
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seemingly  impels  the  individual  and/or  organization  to  work  and  build 
and  to  become  single  minded  until  success  has  been  achieved. 

FIGURE  2 
SOURCES  OF  ENTREPRENEURIAL  BEHAVIOR 
Individual  Entrepreneur 
Intrapreneur 
Entrepreneurial  Organizations 

Unfortunately,  the  vision  of  the  entrepreneur,  the  intrapreneur 

and  even  the  entrepreneurial  organization  may  often  be  limited  and/or 

incorrect.   Entrepreneurial  behavior  often  results  in  common  marketing 

mistakes: 

-inadequate  market  assessment  resulting  in  defining  the  market 
too  narrowly  or  too  broadly, 

-failure  to  practice  segmentation  as  the  market  grows, 

-pricing  which  ignores  competing  technology  and  needs  of  the 
potential  market, 

-failure  to  understand  purchasing  requirements  of  the  potential 
market, 

-failure  to  understand  distribution  channel  requirements, 

-and  countless  other  mistakes. 

And,  in  addition,  Peter  Drucker  (1985,  pp.  191-92)  adds,  it  is  very 

common  to  find  customers  in  markets  that: 

no  one  thought  of,  for  uses  no  one  envisioned  when 
the  product  or  service  was  designed,  and  that  it 
will  be  bought  by  customers  outside  its  field  of 
vision  and  even  unknown  to  the  new  venture. 
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The  Market 

The  activities  of  entrepreneurial  behavior  are  ultimately  directed 
toward  a  market.   While,  as  noted  above,  the  market  may  not  be  fully 
understood,  yet,  it  is  indeed  the  market  that  determines  the  success 
or  failure  of  entrepreneurial  behavior.  While  it  is  not  the  purpose 
of  this  paper  to  fully  explore  the  role  of  markets  in  determining  the 
success  or  failure  of  entrepreneurial  behavior,  it  is  appropriate  to 
suggest  our  understanding  of  markets.   The  concept  of  a  "market"  is 
elusive  primarily  because  a  market  has  many  dimensions.   At  a  minimum, 
it  has  geographical  place,  type  of  products,  type  and  number  of 
buyers,  type  and  number  of  sellers,  market  rules  and  time  as  relevant 
dimensions. 

If  we  accept  the  central  role  of  the  exchange  relationship  in 
marketing  as  argued  by  Bagozzi  (1979),  we  can  then  safely  assume  that 
there  must  be  some  intersection  where  the  behaviors  of  buyers  and 
sellers,  facilitated  by  some  form  of  institutional  framework,  come 
together  to  consummate  exchange.   That  intersection  point  is  commonly 
understood  to  be  a  market. 

The  market  is  important  for  entrepreneurial  behavior.   It  is 
important  because  competition  for  ideas,  product  adoption  and  sales 
momentum  occurs  in  the  context  of  a  market.   It  is  in  the  context  of 
the  market  that  exchange  takes  place  and  the  results  of  that  exchange 
is  what  determines  the  success  or  failure  of  entrepreneurial  behavior. 
It  is  in  the  market  where  buyers  determine  how  to  allocate  resources 
in  a  manner  that  allows  resources  to  flow  to  some  enterprises  and  not 
to  others. 
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However,  as  suggested  by  Casson  (1982,  p.  158): 

Markets  work  quite  differently  from  the  way  neoclas- 
sical theory  suggests.  Transactors  require  a  great 
deal  of  information  in  order  to  effect  a  trade. 
This  information  is  very  costly  to  the  average 
transactors  and  somewhat  less  cost  to  the  entrepre- 
neur. The  entrepreneur  requires  information  not 
only  about  the  contract  of  trade  itself,  but  about 
the  specification  of  the  product  and  the  personal 
characteristics  of  those  with  whom  he  trades.   Even 
with  this  information  he  may  have  to  provide  addi- 
tional services  to  his  trading  partners  so  that 
trade  can  proceed. 


Information 

From  our  perspective,  it  appears  that  the  key  and  principle 

variable  to  understand  the  marketing/entrepreneurial  interface  is 

information.   From  Alderson  (1965,  Chapter  2),  we  believe  that  all 

markets  are,  at  their  most  basic  level,  characterized  by  both  product 

and  information  flows.   For  instance,  Alderson  (1965,  p.  52)  argues 

that  markets  are  cleared  by  information.   Borrowing  heavily  from  the 

arguments  of  Casson  (1982,  p.  146)  we  join  his  observation  that: 

In  the  case  of  technological  innovation,  the  entre- 
preneur needs  to  synthesize  technical  information 
on  the  new  method  of  production  with  information 
about  the  scarcity  of  factors  of  production  in  order 
to  assess  whether  the  new  technique,  besides  its 
technical  virtues,  will  also  reduce  costs  of  produc- 
tion.  In  the  case  of  product  innovation,  the  entre- 
preneur needs  to  synthesize  information  about 
buyer's  preferences  for  product  quality  with  infor- 
mation about  the  production  costs  of  the  new  design 
of  good. 

In  addition,  Casson  (1982,  p.  1A7)  makes  three  points  about  the  use  of 

information  by  those  engaged  in  entrepreneurial  behavior: 

1.   The  entrepreneur  does  not  necessarily  possess  any  single  Item 
of  information  that  no  one  else  does.   His  advantage  lies  in 
the  fact  that  some  items  of  information  are  complementary, 
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and  that  his  combination  of  complementary  items  of  informa- 
tion is  different  from  everyone  else's.   This  suggests  that 
the  key  to  successful  entrepreneurship  is  not  to  have  more 
specialized  or  detailed  knowledge  than  anyone  else,  but 
simply  to  have  right  sort  of  coverage  of  information. 

2.  Another  point  to  emphasize  is  the  diversity  of  the  informa- 
tion synthesized  by  the  entrepreneur.   Many  different  types 
of  information  have  to  be  synthesized,  including  information 
on  preferences,  technology,  factor  supply,  transport 
services,  tariffs  and  any  other  forms  of  restriction  upon  the 
reallocation  of  resources.   This  diversity  of  information 
means  that  the  entrepreneur  must  be  a  generalist,  capable  of 
assimilating  information  of  many  different  kinds. 

3.  The  successful  entrepreneur  is  the  one  who  is  first  to 
achieve  the  synthesis  of  information,  and  so  no  entrepreneur 
can  afford  to  be  slow  in  gaining  access  to  new  information. 
Imperfections  in  communication  cause  lags  to  information 
filtering  through  to  secondary  and  tertiary  sources.   To 
maintain  his  information  up  to  date,  the  entrepreneur  needs 
to  be  in  contact  with  primary  sources  wherever  possible. 

Without  further  elaboration,  we  believe  that  the  key  element  in 
understanding  the  entrepreneurship/marketing  interface  is  the  role  of 
information  in  entrepreneurial  behavior.   The  manner  in  which  informa- 
tion is  treated  is  one  of  the  most  critical  components  in  the  deter- 
mination of  entrepreneurial  success  or  failure.   For  instance,  it  is 
our  view,  that  the  misunderstanding  or  misuse  of  market  information  is 
the  prime  cause  of  entrepreneurial  failure.   Conversely,  for  whatever 
reason,  successful  entrepreneurial  behavior  is  almost  always  built  on 
solid,  and  often  unique,  market  information.   Some  of  that  information 
may  be  intuitive,  but  it  is,  nonetheless,  market  information  that  is 
superior  to  that  held  by  others.   When  this  superior  information  is 
combined  with  other  information  and  acted  upon,  it  then  leads  to  a 
high  probability  of  entrepreneurial  success. 
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Concepts 

The  concepts,  tools  and  infrastructure  of  marketing  are  brought  to 
bear  on  a  market  opportunity  by  entrepreneurial  behavior.   In  Figure 
3,  are  shown  the  major  concepts  that  are  necessary  to  both  plan  for, 
acquire  and  process  the  information  critical  for  entrepreneurial 
success.   While  information  is  the  key,  critical  variable,  it  is  these 
concepts  that  guide  successful  information  usage.  However,  it  is  also 
necessary  to  incorporate  the  specific  marketing  tools  used  to  imple- 
ment information  strategies.   Discussion  of  these  tools  will  follow 
after  a  brief  discussion  of  five  concepts. 

FIGURE  3 
IMPORTANT  INTERFACE  CONCEPTS 
Marketing  Concept 
-   Market  Segmentation 

Time,  Place  &  Possession  Utility 
Product  Life  Cycle 
Strategic  Planning 

The  first  major  concept  is  what  has  long  been  identified  as  the 
"marketing  concept."  While  there  have  been  critics  of  the  marketing 
concept,  there  is  no  escaping  the  absolute  necessity  of  understanding 
the  needs,  problems,  in  fact,  the  entire  range  of  issues  affecting  the 
market  reaction  to  the  particular  product  and/or  service  introduced  by 

entrepreneurial  behavior.   In  particular,  the  marketing  concept  sug- 

2 
gests  a  thorough  familiarity  with  the  purchaser/user  of  ones  product. 


^See  Houston  (1986)  for  a  discussion  of  the  marketing  concept. 
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The  second  concept  is  that  of  market  segmentation.   This  concept 
is  closely  related  to  the  marketing  concept  in  that  it  directs 
entrepreneurial  behavior  towards  specific,  identified  groups  of 
purchaser/users.   From  this  concept,  the  insights  and  tools  are 
available  to  recognize  the  specific  degree  of  homogeneity  or  hetero- 
geneity in  a  particular  market.   Furthermore,  from  this  concept,  come 

the  recognition  that  segments  evolve  over  the  life  of  the  product  and 

3 
may  be  different  for  innovations  at  different  stages  of  development. 

The  third  concept  is  the  creation  of  time,  place  and  possession 
utility.   All  marketing  activity  is  ultimately  directed  toward  getting 
the  product  and  its  associated  attributes  in  the  hands  of  the  intended 
purchaser/user  at  the  correct  time  and  place.   This  approach  to  the 
creation  of  utility  has  direct  implications  for  price,  promotion  and 
distribution  as  well  as  the  attributes  added  to  the  product  itself. 

The  fourth  concept  is  the  product  life  cycle.   The  underlying 
logic  of  the  product  life  cycle  is  that  products  have  a  limited  life, 
their  sales  history  follows  an  S  curve  and  that  consequently,  the 
various  marketing  tools  have  varying  elasticities  throughout  the  life 
of  the  product.   (See  Day  1986  and  Gardner  1987  for  extensive  discus- 
sion of  this  concept.) 

Certainly  common  to  both  entrepreneurial  behavior  and  marketing  is 
the  concept  of  strategic  planning.   While  strategic  planning  is  a 
broad  concept,  that  part  dealing  specifically  with  anticipating  the 


^For  discussion  and  review  of  the  concept  of  segmentation,  see 
Bonoma  and  Shapario  (1983)  and  Beane  and  Ennis  (1987). 
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growth  of  demand  and  competition  is  of  critical  importance  to 
achieving  sustained  market  success  that  originates  with  innovation. 

While  there  are  undoubtedly  other  concepts  that  could  be  included 
here,  the  exact  specification  is  not  as  important  as  the  realization 
that  there  are  concepts  that  define  the  entrepreneurship/marketing 
interface.   For  these  to  be  valid  concepts,  they  must  truly  be 
consistent  with  entrepreneurial  behavior  in  its  role  of  taking 
innovation  successfully  to  market  as  well  as  marketing  thought  and 
practice. 

Tools 

Tools  by  themselves  have  only  limited  usefulness.   For  the  best 
results,  tools  need  to  be  used  correctly  and  in  a  manner  consistent 
with  some  overall  objective.   Concepts  provide  the  guidance  needed  to 
decide  not  only  what  tools  to  use,  but  when  to  use  them  and  at  what 
time  in  the  life  of  a  product  or  service. 

It  would  be  inappropriate  to  discuss  the  exact  tools  that  are 
consistent  with  the  entrepreneurship/marketing  interface.   The  task 
would  be  well  beyond  the  scope  of  this  paper.   However,  it  is  appro- 
priate to  mention  that  tools  developed  in  support  of  market  research, 
product  design,  pricing  and  promotion  are  particularly  relevant  to 
taking  innovation  successfully  to  market.   In  addition,  the  many  tools 
developed  over  the  years  in  support  of  marketing  management  such  as 
sales  management  and  location  analysis.   Likewise,  the  various 
behavioral  and  quantitative  tools  that  have  become  so  valuable  are 
also  appropriate. 
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Infrastructure 

While  not  all  products  and  services  introduced  by  entrepreneurial 

behavior  would  be  characterized  by  the  market  structure  of  emerging 

industries,  a  large  majority  are  so  characterized.   Consequently,  it 

is  important  to  note  Michael  Porter's  (1980)  observation  that  for  this 

type  of  industry,  there  is  often  an  absence  of  infrastructure.   The 

result  not  only  creates  further  entrepreneurial  opportunities,  but 

also  potentially  serious  limitations  if  not  properly  understood  and/or 

dealt  with  appropriately.   Admittedly,  the  issue  is  complex.   For  as 

Casson  (1982,  p.  17)  states: 

The  fact  that  the  entrepreneur  has  often  to  create 
an  institution  to  make  markets  between  himself  and 
other  transactors  extends  the  range  of  issues  about 
which  the  entrepreneur  has  to  make  judgments. 

It  is  often  the  case  that  channels  of  distribution  need  to  be  created 

or  existing  channels  substantially  modified  to  properly  match  the 

offering  of  entrepreneurial  behavior  and  the  market.   Likewise,  new 

support  services  may  be  needed  as  well  as  need  research  services,  new 

installation  and  maintenance  services,  etc. 

THE  PARADIGM 
A  proposed  entrepreneurship/marketing  interface  paradigm  is  shown 
in  Figure  4.   This  is  not  a  flow  chart.   Rather  it  is  designed  to  show 
that  the  interface  of  entrepreneurial  behavior  and  marketing  is  that 
area  where  innovation  is  brought  to  market.   It  is  furthermore 
designed  to  show  that  information  is  the  single  most  important 
variable  within  the  interface.   Also,  within  the  interface,  several 
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concepts  that  are  common  to  both  entrepreneurial  behavior  and  market- 
ing are  noted,  especially  in  the  context  of  bringing  innovation 
successfully  to  market. 

FIGURE  4 

ENTREPRENEURIAL  BEHAVIOR/MARKETING 
INTERFACE  PARADIGM 


Entrepreneur 

Intrapreneur 

Entrepreneurial 
Firm 


INFORMATION 


CONCEPTS 


INFORMATION 


Market 


IMPLICATIONS 


For  Entrepreneurial  Behavior 


The  clear  implication  of  this  proposed  interface,  is  that  success- 
ful entrepreneurial  behavior  must  incorporate  a  wide  range  of  market- 
ing concepts.   These  concepts  are  centered  around  the  principle  of 
information  that  links  this  behavior  with  the  market.   To  the  extent 
that  these  concepts  are  ignored  or  violated,  the  probability  of 
unsuccessful  innovation  rises.   To  ignore  these  concepts  and  move 
directly  to  tools,  puts  entrepreneurial  behavior  at  risk  because 
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correct  concepts  are  the  guide  to  selection  and  deployment  of  the 
correct  tools. 

For  Marketing 

Marketing's  role  in  innovation,  then,  is  to,  provide  the  concepts, 
tools  and  infrastructure  to  close  the  "gap"  between  innovation  and 
market  positioning  to  achieve  sustainable  competitive  advantage.   It 
is  furthermore,  marketing's  responsibility  to  recognize  differences 
between  marketing  of  products  and  services  in  maturity  versus  products 
for  products  in  early  stages  of  the  product  life  cycle.   Likewise,  it 
is  also  incumbent  on  marketing  to  realize  that  in  many  cases,  markets 
may  not  even  exist  for  innovations. 

And  a  further  warning  is  that  marketing  must  be  careful  not  to 
become  too  focused  on  efficiency  issues,  but  to  understand  effective- 
ness issues.   Marketing  thought  and  practice  needs  to  adopt  the  stance 
of  "what  should  be"  versus  the  more  narrow  stance  of  improving  today's 
performance. 

For  Markets 

Opportunities  arise  for  a  variety  of  reasons.   Some  are  primarily 
driven  by  an  unfulfilled  need,  others  are  primarily  driven  by  the 
discovery  of  a  new  or  novel  solution  to  an  existing  problem.   Yet 
others  are  driven  by  new  technology  in  search  of  an  application.   The 
key,  however,  must  be  information.   Only  then  can  proper  positioning 
and  strategy  issues  be  addressed.   Otherwise,  in  Aldersonian  terms, 
"the  market  will  not  be  cleared." 
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DYNAMICS  OF  THE  INTERFACE 

The  message  contained  In  this  discussion  of  the  interface  between 
entrepreneurial  behavior  and  marketing  is  deceptively  simple.  Yet, 
the  popular  press  contains  many  references  to  those  who  have  violated 
this  simple  message.  Likewise,  the  files  of  venture  capital  organi- 
zations are  also  full  of  firms  who  ignored  this  simple  message.  The 
message  is:   that  innovation  must  be  matched  with  the  market  in  all 
its  dimensions. 

However,  a  secondary,  but  also,  imperative  message,  is  that  the 
interface  is,  and  must  be,  dynamic.   It  is  not  static!   Two  factors 
account  for  the  dynamic  nature  of  this  interface.   The  first  is  the 
obvious  nature  of  the  product  life  cycle  and  the  entrepreneurial 
response  to  those  changes.   As  innovation  proves  successful,  it 
attracts  imitation,  competition,  all  accompanied  by  the  demands  of 
growth  and  further  opportunity. 

The  second  factor  is  the  very  turbulence  of  the  market  itself. 
Drucker  (1968)  argues  that  we  live  in  the  age  of  discontinuity. 
Ansoff  (1984)  similarly  argues  that  the  level  of  turbulence  faced  by 
most  firms  is  increasing.   And  as  turbulence  increases  (often  caused 
by  entrepreneurial  behavior)  the  familiarity  of  events  becomes  more 
novel  and  discontinuous,  with  weak  signals  and  the  response  time  of 
the  organization  is  often  slower  than  changes  in  the  environment 
(Ansoff  1984,  p.  12). 

The  key  to  dealing  with  the  dynamics  of  this  interface  are  to 
understand  the  critical  factors  for  success  at  each  and  every  stage  of 
the  life  cycle  of  the  innovation  and  to  acquire  the  flexibility  and 
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capability  to  be  able  to  anticipate  and  evolve  in  the  often  rapidly 
changing  environment.   The  critical  success  factors  that  are  at  the 
interface  of  entrepreneurship  and  marketing  will  be  related,  in  some 
way,  to  the  concepts  listed  in  Figure  3. 

A  WARNING 
This  exploration  of  the  entrepreneurial  behavior/marketing 
interface  is  not  designed  to  explore  the  entire  range  of  entrepre- 
neurial issues.   It  is  only  designed  to  explore  the  important,  but 
somewhat  narrow,  range  of  issues  where  entrepreneurial  behavior  and 
marketing  share  common  ground. 

TOWARD  A  THEORY  OF  NEW  PRODUCT 
INTRODUCTION  AND  GROWTH 

Much  of  what  often  passes  for  new  product  planning  and  marketing 
is  really  only  "new"  in  a  very  limited  sense.   It  uses  accepted  and 
stable  technology,  does  not  require  customers  to  change  usage  habits 
or  perceptions  and  existing  markets  are  the  target.   In  fact,  many  of 
the  target  markets  are  mature  and  the  nature  of  the  "new"  products  is 
very  incremental.   There  is  nothing  wrong  with  new  styles  of  cookies 
sold  through  super  markets.   There  is  nothing  wrong  with  new  flavors 
of  toothpaste  or  even  toothpaste  with  new  therapeutic  properties. 

However,  both  sides  of  this  interface  offer  much  towards  a  new 
theory  of  new  product  introduction  and  growth.   From  entrepreneurial 
behavior  comes  the  propensity  to  challenge  the  "accepted"  under- 
standing of  the  currently  available  information.   And  then,  to  move 
towards  closing  the  gap  given  a  set  of  unique  information.   From 
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marketing,  comes  the  concepts  and  tools  to  implement  the  strategies  to 
successfully  take  innovation  to  market.   But,  while  entrepreneurial 
behavior  needs  to  learn  to  address  the  issues  of  the  market,  marketing 
needs  to  develop  concepts  that  allow  it  to  better  understand  the  early 
stages  of  the  life  cycle  where  most  entrepreneurial  behavior  takes 
place. 
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